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1 NOTICE OF APPLICATION FOR AUTHORITY TO EMPLOY REAL ESTATE 
APPRAISERS AND BROKERS, FOR APPROVAL OF INTERIM PAYME!NTS TO 

2- APPRAISERS AND BROKERS WITHIN.SPECIFIED PARAMETERS,.AND FO NUNC 
PRO TUNC APPROVAL FOR EMPLOYMENT OF TERRA PROPERTIES 

3 

4 PLEASE TAKE NOTICE that a hearing will be held before the Honorable 

5 Dennis Montali, at the United States Bankruptcy Court, 235 Pine Street, 22nd Floor, San 

6 Francisco, California, on December 3, 2001 at 1:30 p.m. to consider the accompanying 

7 Application for Authority to Employ Real Estate Appraisers and Brokers, for Approval of 

8 Payments to Appraisers and Brokers Within Specified Parameters, and for Nunc Pro Tunc 

9 Approval for Employment of Terra Properties (the "Application"), filed by Pacific Gas and 

10 Electric Company ("PG&E"), debtor and debtor in possession in the within case.  

11 In support of the Application, PG&E is filing and serving herewith the 

12 Declaration of Tammie Candelario and the Declaration of Julie B. Landau, both of which 

13 contain voluminous exhibits, which are not attached to the service copies of the 

NýýAMI14 Declarations. You may obtain copies of the exhibits in one of the following ways: (i) 

15 through the "Pacific Gas & Electric Company Chapter 11 Case" link accessible through.the 

16 Bankruptcy Court's website (www.canb.uscourts.gov), or (ii) by written request to Howard, 

17 Rice, Nemerovski, Canady, Falk & Rabkin, Attention: Nathaniel Hunt, Three Embarcadero 

18 Center, 7th Floor, San Francisco, California 94111-4065.  

19 PLEASE TAKE FURTHER NOTICE that any party objecting to theApplication 

20 must file an objection with the Court and serve it on the undersigned counsel for PG&E at 

21 least five (5) days prior to the scheduled hearing date.  

22 
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1 APPLICATION FOR.AUTHORITY TO EMPLOY REAL ESTATE APPRAISERS AND 

BROKERS, FOR APPROVAL OF INTERIM PAYMENTS TO APPRAISERS AND 

2 BROKERS WITHIN SPECIFIED PARAMETERS, AND FOR NUNC PRO TUNC 
APPROVAL FOR EMPLOYMENT OF TERRA PROPERTIES 

3 

•4; :. •Pacific Gas and, Electric Company, the debtor and debtor-in-,possession ýn the 

5 within Chapter 11 case ("PG&E"),. hereby requests, authority to employ the real estate 

• 6 appraisers and brokers as described below, pursuant to Section 327(a) of the Bankraptcy 

7 Code. (the. "Code") and Rule 20 14(a) of the Federal Rules of Bankruptcy Procedure (the 

8 "Bankruptcy Rules").  

9 As more particularly set forth below, PG&E has historically employed numerous 

10 real estate professionals in the course .of regular business operations in order to facilitate 

11 lease, purchase, and sale transactions and to advise PG&E on real estate strategy and 

12 planning. The services of the real estate professionals are essential in the operation of a 

13 large utility business.  HOWARD 

GD 1 "This Application- alsc seeks approval for the interim payment of the brokers' and 

AA* 15 appraisers' fees to the extent such fees are within certain. specified parameters, without 

16. necessity of 1\,,'iornotice oriorder, but subject to final approval by theCourt (except for 

17 broker's sale commissions), as described in Paragraphs 15 and 16 below, 

18 Finally, this Application also seeks approval for the employment of broker Terra 

19 Properties, rnr4 •i , as of the petition date.  

20 

21 'I. EIAPLOYMENT O-FREAL. ESTATET PROFESSIONS 

22 A.A: PG&E`s Businessnd Ope6 a;iD.=.  

23 I.. PG&E flied a vo!untary petition, for.relief under Chapter 11 of the 

24 Bankruptcy Code on April 6, 2001. A. trustee has not been appointed, and PG&E continues 

25 to function as a debtor-in-possession pursuant to Sections 1107 and 1108 of the Code.  

26 2. PG&E is an investor-owned utility providing gas and electric services to 

27 more than 4,5 million customers in Central and Northern California serving a total 

28 population of about 13 million. PG&E employs over 19,000 people and has in excess of 
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1 30,000 trade creditors.-- 5&e Declaration of Walter Campbell-in Support of Debtor's, 

2 Emergency Motions,:¶2, filed on.April 6,.2001.,.  

3 3. To perform the functions required of a large utility providing power 

-4 generation and distribdtibn services, to millions of customers, PG&E maintains a large 

--5; portfolio ofreal" estat& a'ssets. PG&E'.owns.approxima'tely.-5,000 parcels of-real estate and, as 

"" a tenant, leases space in approximiately 240 buildings in addition to a number of land leases.  

: 7- ThereforeY in the ordinary course of its business,:PG&E regularly emhploys., real. estate 

8 appraisers and brokers to assist PG&E on real estate matters, incltiding- (1) leasing 
9 transactions., (2) theprchase and salef tef l estate, and (3) reall estate strategy and 

10 planning. • De- laration of Tammie Candelario in Support of Application ("Candelario 

Fl, Declaration");' filed herewith, ¶2.1 .

12.  

HO 13 B. PG&E's Real Estate Professionals.  RKI 

N"CIAcM', 14 - '"4. : 'i-. -?PG&E seeks' to employ the, appraisers. (the "Appraisers") listed 

15 on-Exhibit to the Candelario Ddelaration, Each of-the Appraisers has<submitted a 

16: declaration, which ar6 dollectively'attached as. Exhibi't A.to the Declaration of Julie B.  

17 Landau 'attaching Declarations-of. Appraiszrs and Brokers (the&: Landau Declaration"), filed 

18 herew'ith. '' ' - .' , '' 

19 5. Bxrkmr. PG&Et•'eek&stoernploy the brokers (the "Brokers") -listed on 

20 Exhibit B to the Candelario Declaration. Each of the Brokers has submitted a declaration, 
21 w are cb"lectively -tt chadas E i biosB to'the Landau Declaration.  

21 whicH-~are collec q. tya.t ..... h.......:..... ... € 

22 6. PG&E is readily.famiiat withthe; professional.capabilities of each of the 

23 Appraisers and Brokers and believes- that eahw;is well-qualified to assist PG&E in 

24 connection with ongoing real, esgiatematters.'> 

25 . ' 

26. -.  

27 'All fachtal matter set forth herein is supported'by- the Candelaric Deciaration, Unless 

-'28 indicated otherwise., , ,..  
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1 II. TERMS OF EMPLOYMENT 

2 ;A.. Appraisers. .  

3 ..7. Appraiser Cgntracts. Subject to the approval of the Court, PG&E has 

4 agreed or-wil agree to the. employment of the Appraisers according to PG&E's standard 

5. terms in place prior. to commencement of this case. The standard form of contract utilized 

6 for retention of appraisers is attached as FxhibiLC to the Candelario Declaration (the 

7 "Appraiser Contract'). The.purpose of the Appraiser Contract is to. specify the general terms 

8 and conditions under which PG&E will hire an appraiser and to set limits on the appraiser's 

9 fee, such as the hourly rate and a maximum contract value. When a particular project 

10 necessitates employment of an appraiser, a Contract Work Authorization.("CWA") is signed 

11 by the parties, authorizing the work and agreeing to the specific fee to be paid for that 

12 project, subject to the general -terms and conditions of the Appraiser Contract. The-summary 

13 provided on ExhibitA to the Candelario Decwlaration includes a description of the terms and 
HOWARD RKIM 

c 14 conditions ofeach Appraiser Contract that are variable, primarily the different hourly rates 
RýUC 

&RAHE4 15 charged by each Apprviser.. Although the Appraisers have existing Appraiser.Contracts in 

16 place, PG&E+'as tiot ac,.ally employed any of the Appraisers post-petition, except on 

"17 acquisition matters as set forth in Paragraph .10 below. Furthermore, there are.no 

18 outstanding amomuits due to any of the Appraisers.2 

19 ': .. : 8•A8. A i -q=_.. Tbe,ý,tual costs to PG&E for an appraisal are generally 

20 .deternined by acnumber of fact.. nlu~dig cqmpT exity of the assignment,. type of report 

21 --needed and. location of the property, ,Thse:.-same factors generally determine which 

22 appraiser would be chosen for a particularjob, It isalso typical for PG&E to request quotes 

23 from two or more appraisers, who generally bid for the particular job on a "not to exceed" 

24 basis. Because of its extensive experiencerin managing its real estate portfolio, PG&E has a 

25 high-level of in-house expertise that permits it to monitor the validity and reasonableness of 

26 
2The only exception is for appraiser Gary Vice, who has waived a pre-petition claim 

27 against PG&E in the amount of $2,400, as setrforth in paragraph 6 of the Declaration of 

28 Gary Vice, attached as Exhibit A- 11 to the Landau Declaration.  
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1 appraisal fees and costs.. In the Vast mfajoritý of appraisals obtained by PG&E pre-petition, 

2 PG&E has paid no more than $10,000 per appraisal, which i..clude8 both the fee for 

3 conducting the'appraisal and any rela'ed costs-iffcurredby the appraiser.  

4 9. Appraisdr Consulting 'Fee. PG&E al-6 seeks tb employ- the Appraisers to 

5 conduct valuation consulting services, such as determining the highest and best use for a 

6 parcel of real -eState, in situations where'an appraigat isatidot needed. 'In such: cases, the 

7' Appraiser would be paid on an hourly basis at the agreed upon hourly rate: In connection 

8 With appraiser-related 6rnsul~ting'seiVices coniducted pre-petition, PG&E has paid varying 

9 amounts,- depending upon its real estate needs at any'particular time, ranging. up to $20,000 

10 per year. Currently, PG&E's expectation, is-that the reorganization effort will-,require 

1 i1 additionalvaluation consulting. serv'ies as PG&E foctuses off, real estate disposition and 

12• strategic planning, and PG&E estimates that such services will average $5;000 per month in 

H iW 13' hourly cbrisiulting fees for the Apprdisef:..  
RiCE 

"NIC14- `110.- Appiaikers as Expert'Witneses. PG&E is nt. seeking approval for the 

1,.• i5 employment of appraisers i connetioi with-p.6perty;acquisitions under the authorqy6of In 

16 re That's ntertainmerfIMarketing Group I., 1•,168' B.R. 226 (N.D.-Cal. 1994). As a brief 

17 overviex.', in the. course of PG&E'!s bu'siness ag aý oVerment~reguated utility, all real 

18 property (or in many cases, easements;) to6; bacqfirbd is; treat6ed as a potential: condemnation 

19 action in light df PG&E"'S power toconddih I priibperty-. :PG&E is required to hire an 

20 appraiser to comply'with htih rCed•ral rquit~mentS of ,he: eminent domain. law. Although 

21 in many caseg PG&E. reaches 'Ari agteeh.ient,-Wtha: landowner before: a condemnation action 

22 is actually. fied,ý'the app'raiser is hifed,&e-ificaily tb•pepare aiiappraisal to be used in a 

23 condemnation action. In, addition, and 'liirdthete same authority, one of PG&E's valuation 

24 consultants is not included-in this Application, as it-is expected that this consultant's Diy 

25 role will be to testif-y (i) before the CPUC. regarding.a property sale for which he completed 

26 valuation work pre-petition, and (ii) in a condemnation- action involving property for which 

27. heýalso completed V l1alatioiQ work."re-pit 

28 
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V B. Brokers, 

2 11. Broker Consulting Cort actrg. PG&E seeks authority to employ the Brokers 

-3 listed on.lxhibit B-1 to the Candelario Declaration ('Consulting Brokers") for consulting 

4 services in addition to standard brokerage services. The standard form of contract utilized 

5 for retention of brokers in connection with consulting services is attached as Exhibit D- 1 and 

6 D-2 to the Candelario Declaration (the "Broker Contract").? As with the Appraiser Contract, 

7 the purpose of the Broker Contract is to specify, the. general terms and conditions under 

8 which PG&E will hire a broker and to set limits on the broker's fee, such as the hourly rate 

9 and. a maximum contract value. When a particular project necessitates employment of a 

10 broker, a! CWA is signed by tlhe parties, authorizing the work and agreeing to the fee to be 

11 paid for that project, subject to the general terms and conditions of the Broker Contract. For 

12 each of the Consulting Brokers,.the summary provided on E•hibit B-1 to the Candelario 

13 Declaration includes a description of the terms and conditions of the Broker Contracts that 

S14 are vaniable, primarily-the different hourly rates charged for consulting services. Although 
&RAEGN 

A.•, .. 15 the Consulting Brokers have existing Broker Contracts in place, PG&E has not actually 

16 employed any of the Consuilting Brokers post-petition and there are no outstanding amounts 

17 due to any of the Consulting Brokers.  
18 12. _ PG&E also seeks to employ certain Brokers 

19 solely for purposes of an exclusive listing to sell property. TheseBrokers are identified on 

20 Exhibit B-2 to the Car.delario Declaration.-(the'.'Listing Brokers',') and are not expected to 
21 perform any consulting seriices. Therefre,.te.Broker Contract summarized in Paragraph 

221 11 above is not necessary. . The .ferm. of, Exclusive. Listing Agreement to be used by PG&E 

23 for the Listing Brokers is attached as h .i-to the Candelario Declaration. 4 The only 

24 3As explained in more detail in Paragraph 10 of the Candelario Declaration, Exhibit D

25 1 is an" example. of the general -contract form useýd for the Consulting Brokers who have pre
petition contracts, and Exhibit D-2 is an example of the general contract form used for the 

26 Consulting Brokers who have recently (post-petition) executed a contract; the former 
includes the terms of PG&E's exclusive listing agreement, while the latter does not.  

27 4The Exclusive Listing Agreement would also be used for the Consulting Brokers in 

28 the event they perform brokerage services.  
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1 Listing Broker currently under contract with PG&E is Terra Properties, which has two pre

"2* petition exclusiVelisting agreements-With-PG&E. for properties that have not yet sold.  

3 Further infornffi"ain about these agreements; is• §t -forth in Part VIbelow, which also includes 

4 PG&E's request fornn p_ tunn approval f&r the emnployment of Terra Properties..  

5- 13. 'Boker Coifmis'sions ;Historically, the comrnissions paid by PG&E for 

6 property sales are negotiable based oh' th amouht •of timearid' expertise required to complete 

"7 the assignmentand ae calculated.'as'a percentage of.thel saleprice. Commissions paid by 

8 PG&E pre-petition'for sale'transaýtibns raniged from3% to 10%, with the'vast majority in 

d the 4% to 6% range. A 10% fee has typidalI~ been pai&only for low value ($50,000 or less) 

10 rural property. In most ofiher'frafisations, the highes fee .PG&E ha' paid is .6%. PG&E 

Il anticipates that most of its real e'state 'trafisactibns will consist of property sales; In the event 

12 of a purchase; however, PG&E typically'pays~no btoker's commission but may pay a broker 

HOV/Rn 13 for hourl' consulting services in cfthneetion With th6 -tvnsacfiot.,:, Similarly;, in lease 

X 14 transactions, PG&E i's typically the lessee and does not pay a broker's commission but may 

,.,,• 15 pay a broker for hourly consulting servicesuiAnconnectibn'with the'tr'asaction" 

16" 14. Broker, Consultirg F es. -PG&E §eeks'td employ the Consulting Brokers for 

17 consulting services, such as when PG&E s'&k1s riarket reseaich-in .connection with real 

18 estate strategy andt plianning or wh~rei PG&E Wll not'bepayihg a commission but seeks 

19 advice fr6m' a broker in conn'ecti n with• a :.anrsaetido. In; such -cases, the broker is paid on 

20 an hourly basis:at th'e agreed upoii'hohrl•yrate/rIn connection with broker-related consulting 

21 servics conduOte-d pre--petition, PG&E'kdEa paid varying amounts, depending upon its real 

22 estate needs at any, pariticulr-tini& 'rangiiigp pto W50;000 per year. Currently, PG&E's 

23 expectation is thaft the rebriga additional broker.consulting services 

24, as PG&E focuses on real estate disposition and strategic planning, and PG&E estimates that 

S25 Isuch sevicps will averagp $1 5IOOiOper month in hourly. consulting fees for the Brokers.  

26 ...  

27~ 

28 
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* 1 III. APPROVAL AND PAYMENT OF REAL ESTATE PROFESSIONAL FEES 

2 15..., Final Allowanof Fees, Except for commissions paid to Brokers 

3 hereunder, all fees and expenses of the Appraisers and Brokers will be subject to final 

4 allowance by order of the Court at.the conclusion of the case ("Final Order"), upon filing of 

5 an appropriate application for comrpensation and reimbursement of expenses in accordance 

6 with Section 330 of the Code, the Court's Guidelines for Compensation and Expense 

7 Reimbursement of Professionals (to theextent applic.able to appraisers and brokers), and any 

"*8 other applicable rules or orders, Notwithstanding the foregoing, PG&E requests authority to 

9 pay all fees on a current basis in accordance with the terms and procedures set forth -in 

10 Paragraph 16 below.  

11 16., Approval of Ihrilm Payient of Fees. Brokers are typically paid at the 

12 closing of a lease or sale, transaction and appraisers are typically paid in full upon receipt of 

13 the completed appraisal report. Consulting fees are typically paid on a monthly basis based 

ccxw 14 on invoices submitted. Accordingly, PG&E requests authority to pay the Appraisers and 
EHUK 

15 Brokers for 'he fees and expenses incurred under the following procedures: 

16 (a). Ap-praisal ., The. Order approving this Application will constitute 

17 approval -for the interim payment. (subject to Final Order) by PG&E of all fees incurred by 

18 Appraisers to the extent such fees do.-not exceed a total of $10,000 per appraisal (inclusive of 

19 any reimbursable expenses); 

20 N (b) Qk. YCmi.ng.i"n. The Order approving this Application will 

2 constitute final approval (without, ay further notice. or order) of payment by PG&E of all 

2Ž fees incur-red by the Brokers to the extent.such fees consist of broker commissions and do 

23 not exceed: (i) 10% of the sale. priie, for-rura~lprope.rty with a value of $50,000 or less; or (ii) 

24 6% of the sale price for all cther property. 5 .  

25: 5Pursuant to the Order Granting PG&E'-s Motion for Auth6rity (1) to Sell (Free and 
Clear.of a Specified. Lien), Donate, Lease, License or Otherwise Encumber Its Real and 

26 Personal Property, etc., entered on October 15, 2001, PG&E anticipates thatmany of its real 
property sales will not be subject to Court approval. Therefore, although broker's fees 

27 would ordinarily be approved as pait Of a sale atproval motion, PG&E is seeking approval 

28 of the Brokers' fees pursuant to the procedures set forth in this Application.  
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"1 " (c) '. Consbilting Fees. The. Order approving this Application will constitute 

2' approval for the interim payment (subject td FiraliOrder) by PG&E of: (i) the Appraisers' 

' hojjriy'oniisultiflg fees to the extent-such fees in total, do:not exceed $5,000per month 

4 (inclusiv6 of hiiy related feimbursable'expenses); and (ii) the 'Brokers'. hourly consulting fees 

5 to the'extent sudh fees, in tbtal,'dd: not exceed$15,000r per month-(inclusive of any related 

6 'reimbursable expenses), withoutpepriornbtlce or order 

"1" " ' (d) - Ex'cess FeeS. -If the fees and expenses aretin excess' of the amounts set 

' forth in th&• pieceding subparagraphs 16(a), (b) andi(c) (the "Excess Fees:"), then PG&E shall 

9: provide written notice (the "Notice")to;the'Office of the United States Trustee ("UST") and 

10 to counsel for the Official Committee of Unsecured Creditors (the "C6mmittee"), either in 

11 advance of the employment of an Appraiser or Broker for the projea at issue or upon receipt 

12 of an invoice or statementfrorn'ati Appraiser -or.Broker;i'provided, however,, that PG&E shall 

S 13 be' authoriz'ed tdUay all amounts that are within the parametersset fotth.in subparagraphs 

I%¶ 14" i16(a), (b) tnd (c)above. 'If neithlr -the UST inor the Commrittee provide PG&E with a 

fRA 1N . .. .. , t eh 

A,, _ 15 written objection to the. Excess Fees within, seven (7):days of-delivery of the. Notice, then.  

16 PG&E "shall be authorized to pay the IExcess Fees-:wh•'due'and payable. In the event that 

'17 the UST br theConmnittee- timelyobjeet;i.andI such objection. iis not resolved, consensually, 
18• then cunsel fo PG&E shall obtain a hearifig-ate l' such objection as promptly as the 

19 Court's calendar permits.  

20 17. Real Estate Prbfessiona-FeeReet•. .PG&E shall, no less frequently than 

"21 every one hundred twenty (1-20) days;jiovideithecommittee'and the UST, with a Report of 

22 Real Estate Professionat FeesindttrredBy and -Paid o'Appraisers and'Brokers (the 

23 "Report"), which shall contain the;f6llowing in-formation: (a) the amqunt of fees incurred by 

24 and paid to each Appraiser and Broker for,: the period commencing one hundred fifty (150) 

25 days prior to the date of the,Reportyind..conlling thirty (30) days prior to the date of the 

26 Report (the,"Reporting Period"),[and-(.b; a brie'fdescription 6f 'the sevices rendered by each 

27 Appraiser.und broker`during the eporting Period.  

28 
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1 J IV. PROFESSIONAL jDICLOSURE 
2 18. The declarations of the Appraisers and Brokers attached to the Landau 

3 Declar:ation contain inforimaiion concerning the professional disclosure required under 

4. Section 327(a) of the Code and Rule 20.14.of the Bankruptcy Rules. PG&E is aware that 

5 certain of the.Appraisers.and Brokers may now or in the future represent creditors or other 

6 interested parties on matters unrelated to PG&E or this case. In order to address any 
• 7 potential conflict issues, the Appraisers and.Brokers have all testified, as set forth in their 

8 declarations, that during the period of their employment by PG&E, (i) they will not,.represent 

9 any adverse parties in any matterrelated to PG&E or the bankruptcy case, and (ii) to the 

10 extent that an Appraiser. or Broker represents any adverse parties in unrelated matters, no 

11 single adverse party accounts, for or will account for more than 5% of such Appraiser's or 

12 Broker's total annual revenue.-In addition, the Brokers have all testified in their declarations 

13 that they will not engage in a dual agency involving PG&E as buyer or seller unless 
RICE 

a 14 authorized by a prior Court order.  

1519. PG&Eis informed and believes that, except as set forth specifically in the 

:16 Landau Declaration, the Appraisers and Brokers do not have any connection with PG&E's 

'17 creditors, shareholders or any other parties in interest, or their respective attorneys and 

18 accountants. In addition, PG&E is informed and believes that the Appraisers and Brokers 

19: have no known connection with the UST or any pergon employed in the office of the UST.  

20. 204 Based upon the, statements set-forth in the Landau Declaration, PG&E is 

'21,: :informed and believes that the Appraisers. and Brokers are disinterested persons under 

22 Section 101(1,4) of the Code, and that the Appraisers and Brokers do not hold or represent 

*23 any interests adverse to the estate..

24 
V. EMPLOYMENT OF ADDITIONAL APPRAISERS AND BROKERS 

:25 
21. PG&E has attempted to include in this Application all appraisers and 

26 
brokers that it currently anticipates hiring for real estate services. However, PG&E reserves 

27 
the right to supplemerit this Application and request An amendment to any order approving 

28, 
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this Application to-requestfauthonityoý tiemploy additional appraisers and brokers.

VI. 'NCPRO UNC APPROVAL FOR EMPLOYMENT OF TERRA PROPERTIES 

22. Nature of Services Performed: Terra Properties ("Terra") has been 

marketing two properties for PG&E pursuant to t pre-petitiorfexclusive listing: 

agreements (the "Listing Agreements"): 

(a) The first listing agreement was entered into on Jaiiiary 14, 2000, as 

currently extended to Deembet:31,. 2001, and iih-oles property •locat-edin Redding, 

California on (iortk Street (the "Court Street Property"). This•'roperty consists of 4.3 acres 

of vacant propertyW ith. irfprovmefits that tequire 'replacement and is to be sold for 

approxitnately $700,000/.Nob'uyer was found for this'property pre-petition. In August 

2001, A potential buyer began negotiations to purchd se thezpr6perty'bbUt n6 final agreement 

has been'reached.  

(b) The second listing agreement ývas entefe6d intofon January 24, 200.1, 

with an expiration date of December*31, 200, and involves propdrty located in Redding, 

California on Viking Way' (the "Vilifig Way Ptpeýtt"').'I This proiperty -onsists of 30 acres 

of vacant laid t6 be sold for apjiroxiiitely $918V,0190. XNo buyer Was found for this property 

Ire-petition, nor are there: any off~rS 9uirehtfy pendiig.' 

23. .Standardfor Ninkc Pro TuneA71roval. .Th standard for determining 

whiether tb grant a nunn pt- l6poyment'applhiafin'f is "extraordinary circumstances." 

In re Guttrman 239 B.R:*8f8',, 830"(Ba1ir.-N.D.al: 1999) (citing:In re THC Finrcial 

C=, 837 F.2d'389;" 392 - Cfi'i98).''"Thia standard cinsists of two prongs: 

(1) whether the applicant has satisfactorily explained its failure to apply for court approval of 

its employment on a timely basis and (2) whether the applicant's services have benefited the 

Sestate." Guttermar 239 B.R. at 830. It is within the court's discretion to grant or deny a 

Snunc, pr tln application. Id. at 83 1.  

24. N~unc Pr_9T,_n- Approval is Appropriaunder the Circumstances.  

(a) Explanation for Failure to Apply for Court Approval. PG&E did not 

NOTICE AND APPLICATiON F1R'AIJ-IORITY TO EMPLOY REAL ESTATE APPRAISERS AND BROKERS



1, notify Terra of the requirement to be employed under Section 327(a) of the Code before this 

2 Application was prepared as~it mistakenly believed that only brokers doing work 

3 prospectively required Court approval. PG&E was focused on the fact that new (post

4 petition) employment agreements required Court approval and therefore overlooked Terra's 

5 unique position. Terra was the only broker who "straddled" the petition date, in effect, by 

6 continuing to provide services, under the pre-petition Listing Agreements since no buyers 

7 had been found for the Court Street and Viking Way Properties as of the petition date. Part 

8 of the confusion arose because there are other PG&E brokers with pre-petition excllisive 

9 listing agreements who are nIjo being employed as estate professionals - this latter group of 

10 brokers hold pre-petitiort commission claims based on sale agreements entered into pre

11 petition and therefore do not satisfy the "disinterested" standard under Section 327(a) of the 

12 Code. Given the complexities of this case and the number of brokers being employed by 

13 PG&E, the necessity of obtaining approval for Terra's employment was simply overlooked 

NE2r~t 14 for all of the foregoing reasons.  

&RAMHGN 
15 (b) Benefit to Estate. Terra's post-petition services have benefited the 

16 estate by continuing to expose these difficult-to-sell properties to the market. Although there 

17 is no sale agreement at this time, there is a potential buyer on the Court Street Property.  

18 Both the Court Street and the Viking Way Properties require substantial and prolonged 

19 marketing efforts due to their isolated locations and local market conditions. At this time, 

20 Terra is not owed any commissions and there is therefore no risk that substantial fees have 

21 accrued during the post-petition period without the Court's oversight.6 

22 

23 

24 
6The commissions agreed to under the Listing Agreements are slightly higher than the 

25 pre-approved limits requested by PG&E pursuant to this Application. However, both Listing 
Agreements expire on December 31, 2001 and PG&E has not decided whether to extend the 

26 agreements. As a result, PG&E is not hereby requesting approval for the Excess Fees and 
acknowledges that, assuming this Application is approved, any Excess Fees to be paid to 

27 Terra under the Listing Agreements would require approval pursuant to the procedures set 

28 forth in Paragraph 16 above.  

NOTICE AND APPLICATION FOR AUMIORIT'x" TO EMPLOY REAL ESTATE APPRAISERS AND BROKERS 
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WHEREFORE, PG&E respectfutty-req.uests' that it be authorized to employ and 

pay the Appraisers and Brokers on the terms and tomditions set forth in this- Application, and 

that it be authoi-ized to employ 'Terra Properties nunn p_•=tune as of April..0,j 2001.  

DATED: November 7,2001 
Respectfully, 

HOWARD, RICE, NEMEROVSKI, CANADY, 
--TALK& RABKJN 

A Professional Corporation 

* ~By 
JUIEB LANDAU 

Attorneys for Debtor and Debtor in Possession 

PACIFIC GAS:AND.tELECTRIC COMPANY
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